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The BAP affirmed a judgment against the debtor's attorneys for

recovery of a preferential transfer.  The debtor's employer paid

the lawyer's bill the day before the bankruptcy petition was filed.

The panel analyzed the transaction and determined that the

earmarking doctrine did not apply as argued by the defendant,

because the debtor transferred collateral to secure the loan from

his employer to pay the bill.  Substitution of a secured debt for

an unsecured debt does not fall within the earmarking doctrine

because the transfer diminished the value of the estate.

The defendant did not meet it's burden of proof that the

transfer was made in the ordinary course of business.

Affirmed by Ninth Circuit--unpublished Memorandum attached.
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